


serious concerns about the impact of the debit interchange provisions (the “Durbin Amendment”) of
Section 1075 of the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank™).
Senator Durbin responded with a hastily drawn carve out from the interchange rate cap for
government disbursement cards, however as you are aware, a second provision was added by Senator
Durbin in conference that required two unaffiliated processing networks be enabled on all debit cards;
this provision did not include an exemption for government cards.

In 2011, the Federal Reserve Board was tasked with interpreting the Durbin provisions, and
determined that the dual network provisions could be satisfied by providing two unaftiliated networks
on all debit cards, for example, one signature network and one unaffiliated PIN network. In many
cases, to comply with the Durbin Amendment and the Fed’s Rule, government programs had to incur
additional expenses to add the second unaffiliated network to existing cards, and in some cases to
reissue cards altogether. Currently, for the purposes of state disbursements, the cards now in market
are enabled for two unaffiliated networks and satisty the provisions of the Durbin Amendment as
implemented by the Fed..

If the Proposal is finalized as written to require an issuer to ensure there are two unaffiliated
networks in every geographic area and for every merchant and type of transaction, it will potentially
lead to the recall and reissuance of the millions of state disbursement cards currently being used for
aid by our citizens, particularly if issuers are only able to ensure compliance with the rule by enabling
cards to operate on all networks because they will not be able to determine which merchants accept
which debit networks. More importantly, it will create additional expenses for our states’ card
programs due to costs from contracting with additional new networks and the significant costs
associated with card reissuance.

The Proposal may also necessitate modifications at the network, issuer and processor (both issuer and
acquirer) level as well as complex infrastructure changes at the point of sale. Government programs
often rely on specialized processors that can handle specific requirements of such state programs,
such as limits on the type of products that can be purchased. These modifications will at the very
least lead to increased costs, potential disruptions in service, and difficulties utilizing these
disbursement instruments which our citizens have come to rely upon.

Finally, we are very concerned merchants may choose to route transactions to a network based solely
on cost consideration, without regard for the security of that network. Given the prevalence of fraud
and security incidents in cyberspace, we believe our citizens funds could be placed at risk when
making eCommerce purchases in this situation. Likewise, the potential addition of more networks
for a “card not present” transaction on a government disbursement card will increase consumer
confusion around the network processing a particular transaction, and importantly over which
consumer protections and rights (including fraud protections) will apply to the transaction. For
example, zero liability protections from unauthorized transactions may not apply consistently across
debit networks. Again, merchants may route transactions without regard to the consumer protections
that may be available through a particular network. Networks themselves may also be less motivated
to introduce additional security or fraud enhancements if they cannot be assured that their
cardholders will benefit from those enhancements given merchant routing choice.

Quite simply, the Proposal could lead to erosion or, at worst, an elimination of efficiencies and cost
savings provided by disbursing government benefits by prepaid cards. We are seriously concerned






